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§1924.7 [Reserved]

§1924.8 Development work for mod-
ular/panelized housing units.

(a) Exhibit B of this subpart applies
to all loans involving modular/
panelized housing units.

(b) Complete drawings and specifica-
tions will be required as prescribed in
exhibit C of this subpart. Each set of
drawings will contain the design of the
foundation system required for the soil
and slope conditions of the particular
site on which the modular/panelized
house is to be placed.

(¢c) The manufacturer will provide a
certification (exhibit B, attachment 5
of this subpart), stating that the build-
ing has been built substantially in ac-
cordance with the drawings and speci-
fications. The builder will also provide
a certification that the onsite work
complies with drawings, specifications,
and the applicable development stand-
ard (eExhibit B, attachment 5 of this
subpart).

(d) Responsibility for field inspec-
tions will be in accordance with
§1924.9(a) of this subpart. Frequency
and timing of inspections will be in ac-
cordance with §1924.9(b) of this sub-
part, except that the Stage 2 inspection
should be made during the time and in
no case later than two working days
after the crews commence work on the
site and the house is being erected or
placed on the foundation, to determine
compliance with the accepted drawings
and specifications.

(e) Periodic plant inspections will be
performed in accordance with para-
graphs II and III of exhibit B of this
subpart. FmHA or its successor agency
under Public Law 103-354 employees re-
sponsible for inspections in the area in
which the manufacturing plant or ma-
terial supply yard is located will per-
form such inspections as deemed nec-
essary under paragraph III of exhibit B
of this subpart.

(1) Plant inspections will be made if
the type construction method used
could restrict adequate inspections on
the building site.

(2) Plant inspections will be made as
often as necessary; however, after ini-
tial inspection and acceptance of the
unit, only when it appears advisable to
ascertain the performance and con-
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tinuing stability of accepted materials
and construction.

(f) Only one contract will be accepted
for the completed house on the site
owned or to be bought by the borrower.
The manufacturer of the house or the
manufacturer’s agent may be the prime
contractor for delivery and erection of
the house on the site or a builder may
contract with the borrower for the
complete house in place on the site.
Such contracts should provide that
payments will be made only for work
in place on the borrower’s site.

(g) Payments for modular/panelized
units will be made in accordance with
the terms of the contract and in com-
pliance with §1924.6(a)(12) of this sub-
part.

§1924.9 Inspection of development
work.

The following policies will govern the
inspection of all development work.

(a) Responsibility for inspection. The
County Supervisor or District Director,
accompanied by the borrower when
practicable, will make final inspection
of all development work and periodic
inspections as appropriate to protect
the security interest of the govern-
ment. In this respect, inspections other
than final inspections, may be con-
ducted by other qualified persons as
authorized in paragraph (d) of this sec-
tion, in 7 CFR part 3550, in RD Instruc-
tion 2024-A (available in any Rural De-
velopment office), and as authorized
under other agreements executed by, or
authorized by, the National Office.

The borrower will be responsible for
making inspections necessary to pro-
tect the borrower’s interest. RHS or its
successor agency under Public Law 103—
354 inspections are not to assure the
borrower that the house is built in ac-
cordance with the plans and specifica-
tions. The inspections create or imply
no duty or obligation to the particular
borrower. RHS or its successor agency
under Public Law 103-354 inspections
are for the dual purpose of determining
that RHS or its successor agency under
Public Law 103-354 has adequate secu-
rity for its loan and is achieving the
statutory goal of providing adequate
housing. If difficult technical problems
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are encountered, the County Super-
visor or District Director should re-
quest the assistance of the State Office
or a qualified technician from SCS or
the State University Cooperative Ex-
tension Service.

(b) Frequency of inspections. The
County Supervisor or District Director
will inspect development work as fre-
quently as necessary to assure that
construction and 1land development
conforms to the drawings and specifica-
tions. The final inspection will be made
at the earliest possible date after com-
pletion of the planned development.
When several major items of develop-
ment are involved, final inspection will
be made upon completion of each item.

(1) For new buildings and additions
to existing buildings, inspections will
be made at the following stages of con-
struction and at such other stages of
construction as determined by the
County Supervisor or District Director
except as modified by paragraph (b)(3)
of this section.

(i) Stage 1. Customarily, the initial
inspection in construction cases is
made just prior to or during the place-
ment of concrete footings or mono-
lithic footings and floor slabs. At this
point, foundation excavations are com-
plete, forms or trenches and steel are
ready for concrete placement and the
subsurface installation is roughed in.
However, when it is not practicable to
make the initial inspection prior to or
during the placement of concrete, the
County Supervisor or District Director
will make the initial inspection as soon
as possible after the placement of con-
crete and before any backfill is in
place.

(ii) Stage 2. The Stage 2 inspection
will be made when the building is en-
closed, structural members are still ex-
posed, roughing in for heating, plumb-
ing, and electrical work is in place and
visible, and wall insulation and vapor
barriers are installed. Customarily,
this is prior to installation of brick ve-
neer or any interior finish which would
include 1lath, wallboard and finish
flooring.

(iii) Stage 3. The final inspection will
be made when all on-site and off-site
development has been completed and
the structure is ready for occupancy or
its intended use.

§1924.9

(2) For rehabilitation of existing
buildings, inspections will be made in
accordance with paragraphs (b)(1) (ii)
and (iii) of this section, and at such
other stages of construction to assure
that construction is being performed in
a professional manner and in accord-
ance with the FmHA or its successor
agency under Public Law 103-354 ap-
proved drawings and specifications.

(3) For new construction when the
structure will be covered by an insured
10-year warranty plan as described in
exhibit L of this subpart, only the final
inspection is required, except in cases
when partial payments are required
when the provisions of §1924.6(a)(12)(v)
of this subpart will be followed.

(4) Arrangements should be made to
have the borrower join the County Su-
pervisor or the District Director in
making periodic inspections as often as
necessary to provide a mutual under-
standing with regard to the progress
and performance of the work.

(5) The Borrower should make
enough periodic visits to the site to be
familiar with the progress and perform-
ance of the work, in order to protect
the borrower’s interest. If the borrower
observes or otherwise becomes aware of
any fault or defect in the work or non-
conformance with the contract docu-
ments, the borrower should give
prompt written notice thereof to the
contractor with a copy to the County
Supervisor or District Director respon-
sible for servicing the type of loan or
grant involved.

(6) The borrower should, when prac-
ticable, join the County Supervisor or
District Director in making all final
inspections.

(7) When irrigation equipment and
materials are to be purchased and in-
stalled, a performance test under ac-
tual operating conditions by the person
or firm making the installation should
be required before final acceptance is
made. The test should be conducted in
the presence of the borrower, a quali-
fied technician, and, when practicable,
the County Supervisor or District Di-
rector. If the FmHA or its successor
agency under Public Law 103-354 offi-
cial is not present at the performance
test, he or she should request the tech-
nician to furnish a report as to whether
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or not the installation meets the re-
quirements of the plans and specifica-
tions.

(8) For irrigation and drainage con-
struction or any dwelling construction
where part or all of the work will be
buried or backfilled, interim inspec-
tions should be made at such stages of
construction that compliance with
plans and specifications can be deter-
mined.

(c) Recording inspections and correction
of deficiencies. All periodic and final in-
spections made by the County Super-
visor or District Director will be re-
corded on Form FmHA or its successor
agency under Public Law 103-354 1924-12
in accordance with the FMI. The Coun-
ty Supervisor or District Director will
be responsible for following up on the
correction of deficiencies reported on
Form FmHA or its successor agency
under Public Law 103-354 1924-12. When
an architect/engineer is providing serv-
ices on a project, the District Director
should notify the architect/engineer
immediately of any fault or defect ob-
served in the work or of any non-
conformance with the contract docu-
ment. If the borrower or the contractor
refuses to correct the deficiencies, the
District Director will report the facts
to the State Director who will deter-
mine the action to be taken. No inspec-
tion will be recorded as a final inspec-
tion until all deficiencies or noncon-
forming conditions have been cor-
rected.

(d) Acceptance by responsible public au-
thority. When local (city) county, state,
or other public authority) codes and or-
dinances require inspections, final ac-
ceptance by the local authority having
jurisdiction will be required prior to
final inspection or acceptance by
FmHA or its successor agency under
Public Law 103-354.

(e) Acceptance by project architect. If
architectural services pursuant to
§1924.13(a) of this subpart have been ob-
tained, final acceptance by the project
architect pursuant to §1924.13(a)(5)(V)
of this subpart will be required prior to
acceptance by FmHA or its successor
agency under Public Law 103-354.

[62 FR 8002, Mar. 13, 1987, as amended at 60
FR 55122, Oct. 27, 1995; 61 FR 2899, Jan. 30,
1996; 67 FR 78327, Dec. 24, 2002]
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§1924.10 Making changes in
planned development.

The borrower may request changes in
the planned development in accordance
with this section.

(a) Authority of the County Supervisor.
The County Supervisor is authorized to
approve changes in the planned devel-
opment involving loans and grants
within the County Supervisor’s ap-
proval authority provided:

(1) The change is for an authorized
purpose and within the scope of the
original proposal.

(2) Sufficient funds are deposited in
the borrower’s supervised bank account
or with the interim lender, as appro-
priate, to cover the contemplated
changes when the change involves addi-
tional funds to be furnished by the bor-
rower.

(3) The change will not adversely af-
fect the soundness of the operation or
FmHA or its successor agency under
Public Law 103-354’s security. If uncer-
tain as to the probable effect the
change would have on the soundness of
the operation or FmHA or its successor
agency under Public Law 103-354 secu-
rity, the County Supervisor will obtain
advice from the District Director on
whether to approve the change.

(4) If a surety bond has been provided
on the full amount of the construction
contract, the aggregate amount of all
contract change orders on Form FmHA
or its successor agency under Public
Law 103-354 1924-7, ‘“‘Contract Change
Order,” or other acceptable form will
not exceed 20 percent of the original
contract amount. Change orders for
contracts on which a surety bond has
been provided which increases the
original contract amount by more than
20 percent may only be approved if ad-
ditional surety is provided in the full
revised amount of the contract. For
purposes of this paragraph, letters of
credit and deposits are not considered
surety.

(6) Change orders for contracts on
which letters of credit or deposits have
been provided on the full amount of the
contract which will increase the origi-
nal contract amount are approved only
if additional letters of credit or depos-
its are provided in the full revised
amount of the contract.
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